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possibility of vacating their current headquarters facilities and relocating a substantial
poriion of their operations. The combined company will require less new corporate

space than the sum of the individual Companies.

What was the magnitude of savings associated with facilities consolidation?

Assuming prevailing market rates and average annual lease and facility operating
costs for each of the Companies éssociated with the various corporate facilities,
reduced facilities costs for the total estimated square-footage reduction were
estimated at $40.4 million over the ten-year period. One-time capital savings for
those buildings assumed to be sold were calculated by taking the fair market value, or
book value, of the facility after applying a 40% tax rate and then applying the revenue
requirements rate yielding a ten-year revenue requirements savings of $1.9 million.
Total facilities savings including O&M and revenue requirements were estimated to

be $42.3 million for over the ten-year period.

Could these savings be achieved absent a merger?

No. The facilities consolidation is possible only as the result of the consolidation of
the 'Companies and of the position reductions described above. If the Companies
were to remain as separate corporate entities, or if there were no merger to generate

the position reductions, then these savings could not occur.
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g. Information Services (IS)

Please briefly describe the information systems departments of the Companies.

Both BEC Energy and COM/Energy perform information services (“IS”) to support
the information processing needs of each Company, although COM/Energy’s services
are principally outsourced to International Business Machines (“IBM”). The need for
systems development for each company is ongoing with both Companies
continuously involved in such efforts. Both Companies have independent plans to
develop systems in a variety of areas over the next several years, including parallel
systems development efforts. For example, both BEC Energy and COM/Energy
expect to undertake and implement new Work Management Systems in the near
future. As a result of the merger, one of the two Companies will be able to avoid

these expenditures.

How were estimated savings in this area determined, and what is their
magnitude?

The merger should enable BEC Energy and COM/Energy to avoid spending duplicate
amounts on separate systems. When the merger is consummated, thé combined
company plans to consolidate the respective IS requirements, thus obviating the need
for parallel, independent systems development efforts. Therefore, the merger can
cteate savings in avoided costs that could not be achieved absent the combination.
The merger will enable the combined IS department to utilize systems already in

place and avoid redundant new systems development. For example, BEC Energy

06033



10

i1

12
13
14

15

16
17
18

19

Testimony of Thomas J. Flaherty
Exhibit TIF-1

February 1, 1999

Page 48

could continue the implementation of its new financial system (Oracle) in conjunction
with COM/Energy, which will result in the replacement of COM/Energy’s existing
system and avoid additional expenditures for new financial systems at COM/Energy.
Additionally, both Companies are currently implementing new work management
systems. On a combined basis, one new work-management system can be avoided.
Finally, COM/Energy is contemplating a number of system changes necessary to
meet anticipated customer requirements. Specifically, COM/Energy is considering;
upgrading or replacing its customer information system; upgrading or replacing its
energy sourcing system; and implementing .trouble management and AM/FM
systems. These system expenditures can be avoided by extending Boston Edison’s

information technology environment across both Companies.

Projected capital expenditures associated with the development of duplicative systems
and future application development have been converted to revenue requirements
assuming a six-year depreciable life, which reflects the rapid obsolescence of

technology in today’s environment.

Operating savings also can occur due to the elimination of software leases and
maintenance fees required to provide software support on personal computers. The IS
savings estimate also includes savings from the consolidation of the Companies’ two

independent data centers into a single center, thereby eliminating one of the
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mainframe systems. Over the ten-year period, IS savings are estimated to

total $76.5 million.

Could these savings be achieved absent a merger?

No. The elimination of duplicative system development hardware, software and
consolidation of data center costs can be achieved only by consolidating the two IS
departments into one. As a practical matter, it would be unlikely that two

independent utilities would share such services, hardware and software.

h. Insurance

Please describe the rationale for how savings can be achieved in the area of
insurance.

Utilities generally require fnsurance coverage in the areas of property, directors’ and
officers’ liability and excess casualty. On a stand-alone basis, each company
independently carries insurance in these areas. A combined company may have a
reduced risk profile because of its broader and more diverse asset base, which
translates into lower rates. Further savings can be attained through the ability to carry
higher deductibles given the combined compa'ny’s increased financial strength.
Additionally, the dollar cost per unit of coverage decreases for each additional unit of
coverage as the likelihood of any individual claim hitting the coverage limit

decreases.
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How were the savings in the area of insurance quantified in this transaction?

Savings on insurance premiums were calculated for property coverage, directors’ and
officers’ liability coverage and excess casualty insurance liability. These reductions
were denived based on discussion with brokers as well as utilizing insurance quoting
software. The total estimated savings for insurance over the ten-year period were

$16.1 million.

Could the savings that have been identified in the insurance area be achieved
absent a merger?

No. These savings are predicated directly on the assumption that there is a single
company using the total purchasing power of the combined entity to achieve lower

premium costs due to a different risk profile.

i._Professional Services

What gives rise to savings in the area of professional services?

Professional services functions include such areas as audit, taxation, legal, and
general consulting. In many cases, these functions are duplicated at both Companies.
An explicit example of this would be in the case of external audits, which would be

integrated over both Companies at a lower total cost on a combined basis.
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How were savings in the area of professional services quantified, and what was
their magnitude?

The savings calculated were generated from the reduction of the combined audit fees,
legal fees and general consulting services. Audit savings were based on reducing the
total stand-alone costs of the Companies to a level reflecting a combined,
consolidated structure thus eliminating two separate holding company audits; for
example. The Companies’ legal fees and general consulting services fees also were
reduced from current levels to reflect the ability to combine internal and external
resources more efficiently and effectively. The total savings resulting from these
reductions is $22.6 million for the ten-year period based on the individual 1998

expenditures, by category, for each company and anticipated future levels.

Could these savings be achieved absent a merger?
No. They can be achieved only by consolidating the use of professional services into
one company. Otherwise, there will continue to be two sets of independent auditors,

two sets of external legal counsel and overlapping sets of general consultants.

j. Vehicles

Please describe how vehicles would be affected by the merger.

The combined company will reduce the total number of corporate employees. Due to

this reduction, the new company will require fewer fleet vehicles. Savings will be
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realized through reduced total operating costs for passenger cars including reduced

personal vehicle usage reimbursement.

How were savings in the area of vehicles quantified?

Savings are based on the weighted-average corporate vehicle operating cost per
corporate employee times the number of corporate labor reductions. Total estimated

savings in this area were $1.0 million over the ten-year period based on the 1997

_ expenditures for each company and the anticipated future vehicle requirements.

Could these savings be achieved absent the merger?

No. These savings are directly related to the merger in that they are derived from the
elimination of overlap. The opportunity for consolidation would not exist absent the

merger.

k. Shareholder Services

How will the merger of the Companies affect the expenses incurred by the
corporate secretary and shareholder services departments?

In addition to the labor savings identified, cost savings are anticipated to result
through the combination of transfer agents, the elimination of duplicative investor

relations activities and a reduction in the total cost of processing transactions.
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What is the level of savings that is estimated to be achieved, and how was it
calculated?

The total ten-year estimated savings in the area of shareholder services are
approximately $1.7 million based on the expenditures of each of the Companies in
1997. The savings were based on a reduction in the combined nonlabor shareholder
services costs in duplicate activities such as stock transfer services. Further savings
result from elimination of the smaller company’s costs associated with annual

meetings, annual reports, dividend costs, and systems development.

Could these savings be achieved absent a merger?

No. These savings are predicated directly on the elimination of. costs related to

duplicative activities or economies of scale from a larger company function.

3. Purchasing Economies

Mr. Flaherty, please discuss the cost savings that can be created through
purchasing economies.

Combining companies can achieve savings through ine centralization of purchasing
and inventory functions related to the construction, operation and maintenance of
fransrﬁission and distribution plant, service centers, warehouses and headquarters.
The greater purchasing power and the relative¢ quantity of both goods and services
that can be‘obtained as a resﬁlt of the combination of companies provide additional
cost savings. With respect to the purchase of goods (i.e., materials and supplies),

savings can be realized in the procurement of commodity items, consumable
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equipment (e.g., conductors, wire and cable), and other equipment for electric
utilities. Savings also may be realized from avoiding an initial reorder cycle from
certain inventory item sharing. In addition, standardization of system components
such as cable, meters, transformers, and conductors for electric utilities can be
achieved through a common design process, providing additional savings

opportunities.

With respect to the procurement of services, particularly contract services such as tree
trimming and construction assistance, expenditures can be consolidated through a
combination and typically contracted from fewer sources. Cost savings are created by
achieving a lower per-unit cost for the service provided due to a broader contract or
the repackaging of work into more attractive options to the contractor. This volume
phrchasing of .se_rvice is the primary method through which service procurement

savings are realized.

a. Procurement

What are the merger cost savings available from combined procurement of
materials and supplies?

Procurement savings should result from larger purchasing volumes and the
availability of greater purchasing power. Annual purchases for 1998 for BEC Energy
were estimated at approximately $30.2 million, while for COM/Energy they were

approximately $12.0 million. Savings were estimated for each of the principal
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materials categories, e.g., consumables, and represent an estimated 5-7% reduction in
total materials costs from extending the purchasing power across the broad range of
commodity categories. This amount was determined based on the experience of other
companies, review of certain component per unit costs, management’s knowledge of
vendors and potential approaches to material standardization and vendor
concentration. The combined company may expeﬁeﬂce a larger impact on
COM/Energy unit prices from the larger BEC Energy procurement volume.
Although both Companies already procure certéin volumes of materials, BEC Energy
volumes exceed those of COM/Energy and it is likc_—:ly that either regional distributors
may be utilized or more direct purchasing will occur from manufacturers. This
purchasing leverage enhancement reflects permanent economies of scale through
lower unit costs. Total savings from procurement were estimated at $34.9 million

over the ten-year period.

Should any of the materials and supplies savings be treated as capital savings?

Yes. Approximately 70% of the materials and supplies savings has been allocated to
capital accounts based on the combined company's estimated capitalization rate for all
materials and supplies. Once again, the applicable yearly fixed charge rate was

applied to convert the capital cost reductions into revenue-requirement savings.
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b. Inventory

How are inventory savings resulting from the merger calculated?

Similarity in the systems - electrical distribution and transmission - will offer the
potential for inventory reduction from standardization and limited sharing of parts and
components. For example, each company maintains common spare parts'for its
transmission and distribution facilities that can be shared. These spares will provide
backup and reduce a reorder cycle when replacement is required. The combination
will allow for some consolidation of existing inventory levels to maintain the
appropriate level of spare parts that eliminates redundancy and duplication. The
average 1998 inventory levels for nonfuel, non-generating material and supplies were
identified at $17.9 million for BEC Energy and $7.8 million for COM/Energy. These
levels were estimated to be reduced by approximately 6% of the combined
transmission and distribution related inventory. These reductions reflect a one-time
benefit and are based on the experience of previous companies and management’s
expectations for standardization and material substitutability. The annual fixed-
charge rate described previously was then applied to the one-time permanent
inventory reduction to calculate the total savings from inventory reductions. The total
estimated inventory savings were $i.4 million for the ten-year period. G’eperation

inventory was excluded from this analysis.
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The level of the one-time reduction reflects the experience of other companies in
similar undertakings. Unique items, such as certain engineered equipment will be
less standardized and shareable. However, normal commodities and consumables,
such as cable, and other engineered items such as transformers are more standardized
and common to both systems. The sharing of these items effectively reduces the need

for inventory replenishment and extends the reorder cycle.

c._Contract Services

What is the nature of savings from contract services as a result of the merger
and how were they quantified? ‘

Similar to consolidating materials and supplies purchasing volumes, the combined
company will be able to gain economies of scale from the aggregation of related work
activities and increased purchasing leverage with service providers. Examples of

these services include tree trimming, certain construction, etc.

The savings estimate also is dependent upon future negotiations with contractors and
is similar to those estimated in prior transactions and represents purchasing leverage
savings across the broad range of these services. BEC Energy’s total contract
services for 1998 were $38.5 million, while for COM/Energy they were $7.2 million.
The combined company thus should be able to achieve additional economies of scale

and scope from negotiating with competing vendors.

-
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Some contract services savings should be considered capital savings. A capitalization
rate of 65% based on the estimated rate for the Companies was used to allocate
contract services expenditures to capital accounts. These savings amounts were then
converted to revehue requirements savings using the applicable fixed charge rate for
each year. The total estimated savings from contract services over the ten-year period

was $10.0 millior. based on 1998 dollar volumes escalated to 2000.

Please compare the methodology used to quantify the various categories of
procurement and inventory savings with the methodology used to quantify other
estimated savings.

Procurement and inventory savings, which for the most part require a prediction of
how well the combined company will be able to use its increased size to negotiate
better unit prices, are more difficult to quantify precisely than savings associated with
the elimination of redundant expenses. It is somewhat easier today to analyze and
determine which costs would be redundant in a consolidated organization.

Predictions of future behavior cannot be determined so precisely.

Does that mean that the estimated inventory and procurement savings are less
likely to occur? '

No. Review of the results of prior transactions shows that the expected purchasing
leverage does emerge and that the savings level estimates made in such transactions

prior to consummation can be achieved.
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Could these savings be achieved absent a merger?

No. These savings are predicated directly on the assumption that there is a merged

company that has greater purchasing leverage.

4. Energy Sourcing

Mr. Flaherty, please discuss the cost savings that can be created through energy
sourcing.

As mentioned earlier in this section, the combined company will have the opportunity
to reduce future expenditures for capacity and energy by coordinating and optimizing
planning and purchasing for future energy requirements. The combination of the two
Compe;rlies will create system diversity due to differences in the timing of peak '
demands between the systems. The load diversity of the combined system will allow
for the elimination of a portion of purchased capacity now planned by the two stand-
alone Companies. The elimination of these forecast purchases will reduce the overall

capacity costs incurred by the combined Companies.

Specifically, load diversity from different load and peaking profiles between the
Boston Edison and Cambridge/Commonwealth Electric systems will provide, for
example, an estimated 0.5% reduction (approximately 13-18 MW) in combined
versus stand-alone July and August 2000 peaks that can allow planned capacity
purchases to be avoided. Savings are based on: (1) estimating the load reductions for

all monthly peaks; and (2) projecting the avoided costs of purchasing capacity
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otherwise needed to support those load-reduction amounts. The available benefits
from avoided capacity costs are estimated at $7.1 million over the 2000-2009 period.

An additional, and potentially more significant, opportunity to reduce purchased

- energy and capacity costs arises from the increased volume the combined company

will purchase relative to either company on a stand-alone basis. The determination of
savings arising from vendor leverage requires a prediction of how well the combined

company will be able to use its increased size to negotiate better unit prices.

Could these savings be achieved absent a merger?

No. These savings are predicated directly on the assumption that there is a merged

company that has load diversity that does not exist on a stand-alone basis.

Vill. COSTSTO ACHIEVE

Please describe the approach used to estimate the costs that will be incurred to
bring about the integration of the two companies.

Costs are incurred in all merger transactions from the process of combining the two
entities and attaining the identified cost savings. These costs reflect out-of-pocket

cash payments and usually are one-time payouts incurred as a result of the merger.

Please explain the process by which the costs to achieve were estimated by the
companies.

Management discussed the consolidation requirements and the estimated integration

costs associated with the merger. The functional analysis described above that was
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used to determine duplicati?e functional areas where employée reductions would
likely occur was used also to estimate the number of positions that would need to be
relocated to achieve the merger cost savings. The costs that will be incurred in
systems integration, internal and external communications and other miscellaneous
expenses also were identified. The methodology used by the Companies to develop
the costs to achieve estimates was comprehensive, and similar to that used by other

companies in estimating such costs.

What expenses are estimated to be incurred to merge the companies?

Costs to achieve are estimated at $111 million over ten years, with the costs to be
incurred in large part over the two years beginning in 2000. These cost estimates are
consistent with estimates made by companies in other siimilar prior transactions and

reflect differences in scale and scope and the unique circumstances of this merger.

What are the primary components of the costs to achieve the estimated savings?

The primary components used to estimate costs to achieve were separation costs
(estimated to cost $27.1 million), relocation costs ($1.0 million), retention costs
($3.0 million), systems integration ($44.7 million), internal/external communications
costs ($2.0 million), regulatory process costs ($5.1 million), transition costs ($7.0
million), directors’ and officers’ tail liability coverage .($1.9 million), facilities
reconfiguration costs ($1.5 million), telecommunications costs ($0.7 million) and

transaction costs ($17.1 million).
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Please describe the means the Companies anticipate using to achieve the
estimated position reductions.

A major component of the merger cost savings is the reduction in work force which is
primarily due to the elimination of duplicative functions and tasks. These reductions
are expected by the Companies to be achieved through a variety of méans including
attrition, controlled hiring, work force redeployment and work realignment, and
through some targeted separation as well. For these targeted separations, out-of-

pocket costs will be incurred to achieve the total position reductions.

How were the level of costs to achieve for work force reductions calculated?

The estimate used for the severance package calculation was two weeks of base pay
per year of service, plus nine months of health benefits from the date of separation.
This package reflects general parameters utilized in other previous transéctions. The
Companies anticipated that the eliminated positions will be offered severance
packages in conjunction with the work-force reductions. These programs are to be
more fully defined during the transition process based on additional considerations of
the management and human resources philosophy of the combined company and
more specific analysis on the timing and location of reduced positions. An additional
amount éf $3.0 million for employee retention has also been identified to secure
valuable positioms,' such as in the information technology area, during the transition

period.
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Explain how relocation costs were calculated.

To provide for efficient consolidation, certain functional areas will be centralized and
ihus require employee relocation to a new site. Based on the functional analysis, it
wa;s determined that a number of positions possibly would need to be relocated.
Relocation expenses were estimated at a total of $1.0 million. The cost of the actual
package to be offered to eligible positions has not yet been determined. The
components of a relocation program could include moving expenses, house hunting
costs, cost of living differentials, and closing costs. These cost estimates are

consistent with estimates made by companies in prior similar transactions.

Explain how systems consolidation and telecommunications networking costs
were calculated.

Significant effort will be expended by the Companies in integrating the information
technology and services functions of the Companies. These efforts will relate to
reducing redundancy, integrating systems, and linking databases. Further, voice, data
and video networks will need to be integrated through expanded telecommunications
capabilities. Integration costs for these areas were estimated at $45.4 million total,
composed of $44.7 million and $0.7 million, respectively, for systems aﬁd
telecommunications. These cost estimates cover contract programming, hardware
changeout and conversion, increased T-1/T-3 capacity, and outside assistance and
reflect scale, complexity, and platform differences. These expenses associated with

systems and communications integration are expected to principally be incurred in
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2000 and 2001, but will carry through the full period to reflect additional hardware

lease costs.

Can you describe the regulatory process costs to achieve related to the merger?

To complete the merger successfully, certain costs will be incurred for preparatioh
and pursuit of regulatory filings, such as those related to the Securities and Exchange
Comnﬁssion, Federal Energy Regulatory Commission, and Department of Justice
filings and the Rate Plan case before the Department of Telecommunications and
Energy. These costs will include professional services for legal, tax, accounting and

consulting assistance. Regulatory process costs are estimated at $5.1 million.

Please describe the estimated internal and external communications costs to
achieve savings.

Communication expenses will arise from the need to disseminate merger information
to the various stakeholders of the individual organizations and combined company.
Informational brochures will be sent to customers, employees, shareholders, rating
agencies, and state and federal commissions to explain the specifics of the merger.

These expenditures are estimated to cost $2.0 million.

Please explain the transaction cost component included within the total costs to
achieve. ’

. Transaction costs include amounts paid to professional services firms for assistance

with certain aspects of the merger. These costs specifically relate to fees paid to
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investment bankers for assistance in transaction structuring and negotiation and the
provision of a faimess opinion, as well as, certain legal assistance. Total transaction
fees are estimated at $17.1 million for the above categories and are paid in the first

year of the transaction.

Are there additional costs to achieve the savings that will be incurred?

Yes. Other costs that were estimated to be attributed to the merger are transition costs
($7.0 million), facilities reconfiguration ($1.5 million) and director and officer
("“D&0”) tail coverage ($1.9 million). Additional D&O tail liability coverage pays
for incremental additions to premiums paid to protect directors and officers. Other
transition costs would include the use of outside professional firms to assist in the
integration of the combined company and other expenses, such as, travel for the

transition team and facilities refurbishment and leasehold improvements.

What is the amount of premerger initiatives included as part of the net merger
savings quantification?

The stand-alone forecasts for Boston Edison for the period 2000-2007 indicate that
the overall impact of these cost reduction efforts is to reduce operations and
maintenance expense and capital‘ related amounts by approximately $154 million
cumulatively over this period on a “real” basis. That is, the currently forecasted total

combined operation and maintenance expense and related capital amounts in 2009
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will be $227 million lower over the ten-year period than the level that would be

expected with normal inflation applied to the 1999 level.

These cost-reduction initiatives have been planned to create greater efficiencies for
Boston Edison. These cost reduction efforts are being accomplished through process

improvement, reengineering, outsourcing, work elimination and contractor

management. Since the Boston Edison premerger initiatives will precede and carry

through the period over which merger related savings are expected to occur, it is
likely that there would be some overlap between the quantified merger cost savings
and these internal efforts. Therefore, the quantified merger cost savings were
adjusted downward to reflect these stand-alone impacts ($23.8 million for Boston
Edison over the ten-year period) to future costs and to avoid double-counting any of

these savings.

Does this conclude your testimony?

Yes, it does.
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SUMMARY OF REGULATED UTILITY EXPERIENCE

Alaska Public Utilities Commission
- Anchorage Sewer Utility

Arizona Corporation Commission
- US WEST ‘Communications - Docket No. E-1051-88- 146

Beaumont, Texas
- Entex, Inc.
- Gulf States Utilities Company

California Public Utilities Commission
- The Washington Water Power Company and Sierra Pacific Power Company -
Application No. 94-08-043
- Pacific Enterprises and ENOVA Corporation - Application No. A-96-10-038

Clark County
- Washington Public Power Supply

District of Columbia, Public Service Commissions

-  Baltimore Gas and Electric Company and Potomac Electric Power Company -
Formal Case No. 951

Colorado Public Utilities Commission

- Public Service Company of Colorado and Southwestern Public Service Company -
Docket No. 95A-513EG

Delaware Public Service Commission

- Atlantic City Electric Company and Delmarva Power & Light Company - Docket
No. 97-65

Federal Energy Regulatory Commission

- Baltimore Gas and Electric Company and Potomac Electric Power Company -
Docket No. EC96-10-000

- IES Utilities Inc., Interstate Power Company, Wisconsin Power & Light Company,
South Beloit Water, Gas & Electric Company, Heartland Energy Services and
Industrial Energy Applications, Inc. - Docket No. EC96-13-000

- Trans-Alaska Pipeline System - Docket No. OR78-1

- Middle South Energy, Inc. - Docket No. ER-82-483-000

- Middle South Energy, Inc. - Docket No. ER-82-616-000
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- Kansas Power and Light Company and Kansas Gas and Electric Company - Docket
No. EC91-2-000

- Southwestern Public Service Company and Public Service Company of Colorado -
Docket No. EC96-2-000 :

- The Washington Water Power Company and Sierra Pacific Power Company -
Docket No. EC94-23-000

- Northern States Power Company and Wisconsin Energy Corporation - Docket Nos.
EC95-16-000 and ER95-1357-000

- Midwest Power Systems Inc. and Iowa-Ilinois Gas and Electric Company

- Ohio Edison Company, Pennsylvania Power Company, The Cleveland Electric
INuminating Company, and The Toledo Edison Company

- Atlantic City Electric Company and Delmarva Power & Li ght Company

- Union Electric and Central Illinois Public Service Company

Federal Power Commission
- Organization and Operations Review

"G_arland, Texas
- General Telephone Company of the Southwest
- Lone Star Gas Company

Georgia Public Service Commission
- Georgia Power Company - Docket No. 3673-U

Houston, Texas
- Houston Lighting & Power Company

Idaho Public Utilities Commission
- The Washington Water Power Company and Sierra Pacific Power Company - Case
Nos. WWP-E-94-7 and WWP-G-94-4

Hlinois Commerce Commission
- Illinois Power - Docket No. 84-0055
- lowa-lllinois Gas and Electric Company and Mid-American Company Energy -
Docket No. 94-0439
- Central Hlinois Publie Service Company, CIPSCO Incorporated and Union Electric
Company - Docket No. 95-0551
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Iowa Utilities Board
- Midwest Resources Inc., Midwest Power Systems Inc. and Iowa-1llinois Gas and
Electric Company - Docket No. SPU-94-14
- IES Industries Inc., Interstate Power Company, WPL Holdings, Inc.

Iowa Electric Light and Power
- Organization and Operations Review

Kansas Corporation Commission .

- Southwestern Bell Telephone Company - Docket Nos. 1 17,220-U and 123,773-U

- Kansas Gas & Electric - Docket No. 120,924-U

- Kansas Power and Light Company and Kansas Gas and Electric Company - Docket
No. 174,155-U

- Westemn Resources and Kansas City Power and Light - Docket No. 190,362-U

- Western Resources, Inc. and Kansas City Power and Light - Docket No. 97-WSRE-
676-MER

Kentucky Public Service Commission
- Louisville Gas & Electric Company - Case Nos. 5982, 6220, 7799, 8284, 8616 and
8924
- South Central Bell Telephone Company - Case Nos. 6848, 7774 and 8150
- Kentucky-American Water Company - Case No. 8571

Louisiana Public Service Commission
- American Electric Power Company, Inc., Southwestern Flectric Power Company
and Central and South West Corporation — Docket No. U-23327

2 laryland, Public Service Commission of
- Baltimore Gas and Electric Company and Potomac Electric Power Company

Michigan Public Service Commission
- Wisconsin Electric Power Company and Northern States Power Company - Case
No. U-10913

Minnesota Public Service Commission
- Continental Telephone Company - Docket No. PR-121-1
- Northern States Power Company - Docket No. E002/GR-89-865
- Northern States Power Company and Wisconsin Energy Corporation - Docket No.
E,G002/PA-95-500 |

Mississippi Public Service Commission :
- Mississippi Power & Light Company - Docket No. U-4285

g
&
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Missouri Public Service Commission

- Union Electric Company - Case Nos. ER-84-168 and EO-85-17

- Umnion Electric Company and Central Illinois Public Service Company - Case No.
EM-96-149

- Kansas City Power & Light Company - Case Nos. ER-85-128 and EO-85-185

- Kansas Power and Light Company and Kansas Gas and Electric Company - Case
No. EM-91-213

- Southwestern Bell Telephone - Case No. TC-93-224

- Western Resources and Kansas City Power and Light

Nevada Public Service Commission
- Bell Telephone Company of Nevada - Docket No. 425
- Central Telephone Company - Docket No. 91-7026
- The Washington Water Power Company and Sierra Pacific Power Company -
Docket No. 94-8024

New Jersey Board of Public Utilities

- Atlantic City Electric Company and Delmarva Power & Light Company - Docket
No. EM-97-020103

New Mexico Public Service Commission
- Public Service Company of New Mexico
- Southwestern Public Service Company and Public Service Company of Colorado -
Case No. 2678

New Mexico State Corporation Commission
- Continental Telephone of the West - Docket No. 942
- General Telephone Company of the Southwest - Docket Nos. 937 and 990
- Mountain States Telephone and Telegraph Company - Docket Nos. 943, 1052 and
1142
- US WEST Communications - Docket No. 92-227-TC

New Orleans, Louisiana
- New Orleans Public Service Company

New York, State of, Public Service Commission
- Long Island Lighting Company and Brooklyn Union Gas Company - Case 95-G-
0761

Ohio Public Utilities Commission
- Ohio Bell Telephone Company - Case No. 79-1184-TP-AIR
- Cleveland Electric Illuminating Company
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Oklahoma Corporation Commission
- Organization and Operations Review
- Southwestern Bell Telephone Company - Cause No. 26755
- Public Service Company of Oklahoma - Cause Nos. 27068 and 27639
- Southwestern Bell Telephone Company - Cause No. 000662
- American Electric Power Company, Inc., Public Service Company of Oklahoma
and Central and South West Corporation — Cause No. PUD-980000444

Oregon, Public Utility Commission of
- Pacific Power and Light Company - Revenue Requirements Study
- Portland General Electric Company - Revenue Requirements Study
- The Washington Water Power Company and Sierra Pacific Power Company -
Docket No. UM-696

Riverside, City of
- San Onofre Nuclear Generating Station

Sherman, Texas
- General Telephone Company of the Southwest

Tennessee Public Service Commission

- United Inter-Mountain Telephone Company - Docket Nos. U-6640, U-6988 and U-
7117

Texas Attorney General
- Southwestern Bell Telephone Company

‘Texas, Public Utility Commission of
- Texas Power & Light Company - Docket Nos. 178 and 3006
- Southwestern Bell Telephone Company - Docket Nos. 2672, 3340, 4545 and 8585
- Houston Lighting & Power Company - Docket Nos. 2448, 5779 and 6668
- Lower Colorado River Authority - Docket No. 2503
- Gulf States Utilities Company - Docket No. 2677
- General Telephone Company of the Southwest - Docket Nos. 3094, 3690 and 5610
- Central Telephone Company - Docket No. 9981
- Southwestern Public Service Company and Public Service:Company of Colorado -
Docket No. 14980

Utah Public Service Commission
- Utah Power and Light Company - Docket No. 76-035-06
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Vermont Public Service Board
- New England Telephone and Telegraph Company - Docket Nos. 3806 and 4546

Waco, Texas
- Texas Power & Light Company

Washington Utilities and Transportation Commission
- The Washington Water Power Company and Sierra Pacific Power Company -
Docket No. UE-94-1053 and UE-94-1054
- Puget Sound Power and Light Company and Washington Natural Gas Company

Washington Metropolitan Area Transit Authority
- D.C. Transit

Wisconsin Public Service Commission
- Northern States Power Company and Wisconsin Energy Corporation
- WPL Holdings, IES Industries Inc., Interstate Power Company, Inc. - Docket No.
6680-UM-100

Wyoming Public Service Commission

- Cheyenne Light, Fuel and Power Company (Southwestern Public Service Company
and Public Service Company of Colorado) - Docket Nos. 20003-EA-95-40 and
30005-GA-95-39

- Mountain States Telephone and Telegraph Company - Docket No. 9343, Subs. 5
and 9

- Organization and Operations Review

- Pacific Power and Light Company - Docket No. 9454, Sub. 11
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C/I/;/DPP

1997 Telephone (Summary)

01-Jun-98

ACCOUNT P12

50613
52413
54913
56013
56213
56313
58013
58113
58213
58313
58413
58613
58813
90213
90385
90513
91013
91613
92113
92166
96313
96413

Grand Total:

131107.5
746621.36
26009.45
18543.4
7269.7
10132.87
105794.37
229355.66
75334.4
205341.42
313640.04
' 16620.52
272984.25
46730.91
1030.88
168767.81
48801.35
532369.9

463090.19

-164763.48
64804.14
83757.13

( 3403343.77 )

ier}

e



C lpper—
1997 Utilities (Summary)

01-Jun-98

ACCOUNT P12

9—3& 3796482.55
23120 1834335.24
8121 50946.39
Grand Total:

5681764.18

PROPRIETARY &

CONFIDENTIAL A
r)
)
6G16¢

N}



T Cpper i
1997 Facilities (Summary)

01~Jun-98 : PROPRIETARY &
CONFIDERTIAL (
ACCOUNT P12 : :

30536 109111.26
20615 201855.35
56015 779.72
56215 2005
6315 73.18
38015 76912.51
8115 43972.19
38215 23697.89
58315 17785.45
8415 62083.71
38815 105036.54

g 38865 135274.34
38866 10839.16
38867 16974.21 | ( ;
39873 537477.3
39874 136161.44
92058 60997.39 ._'(
2115 5238.8
23104 281219.36
26315 77262.42
26413 10423.19
Grand Total;

Not used M MG g Aai-..jé{s
Bt {
J
6u166



1997 Employee Expenses (Summary)

01-Jun-98 - PROPR'ETARY & |
ACCOUNT P12 CONFIDENTIAL F)x

20613 211170.92

2413 83568.97

2013 13923.94

80 7404.3

2812 2064.5

S 861.01

26313 5188.81

28013 371717.42

PRI 17528.48

2L 48674.28

8313 118036.43

84l 181229.84

2B0L 1474.94

38813 141462.08 ( )

2083 21094591

202 9058.12

2 192.84 §

20513 32258,09 4

2013 33968.83

21613 , 181826.86

213 17774432 -

26313 71306.91

26413 79802.52

25415 23596.01

Grand Total:

1691006.33

N

o
o
]
-}

N



Clipper
1997 Postage (Summary)

01-Jun-98

ACCOUNT PI2

50613 -24500.15
56213 15.75
58813 902.7
021 54642.54
051 2237892.98
1013 22501.06
ded 2116.92
22001 370408.77
2113 © 29813.08
26413 1114.54
Grand Total:

2694908.19

i

PROPRIETARY &
COXFIDENTIAL

)

(168

Nic



C /70/ er~ PROPRIETARY &

1997 Office Supplies (Summary) CONFIDEKTIAL ([
01-Jun-98 )
ACCOUNT P12

50613 232730.53

52413 22440231

54913 383.03

26013 20705.8

58013 38625.25

58113 24981.7

28213 116319.92

58413 191731.08

58813 75910.76

20213 64005.81

20333 7510.16

20334 2037.88 (

90384 | 0 )
20386 0

20513 33427.05 _ :

21013 33862.92 §
21613 59684.07

2113 439126.71

26313 162492.96

26413 135373.91 -

Grand Total: -
1863311.85 .
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: ANALYSIS OF ACCOUNT 525 - :é z:ﬂm“e -
OFFICE SUPPLIES & EXPENSE §.2 Jc }
1995 - 1908
PRO}’RIETARY &
CONFIDEKTIAL
1698
Emam 1297 1996 1995
CAMARINGE E1ECTRIC |
Amg/unction Qescrigtion .
63-1120 Bank Batence & De!, feea . $17,000 $23,335 $25,602
23-1142 . Vax Software ] 415 545
23-1143 PC Softwars % 2,000 0 3.265
23-1162 Vax Software Maintenanca X 34,000 9,445 22,003
23-1163 PC Software Maintenance X 3,000 Q 2,928
23-1163 Computer Supplies A 3,000 3,822 5.927
20-1215 Small Tools and Equipment 6,000 8,066 8,002
20-1571 System Planning 0 101 79
various-1754 Employee dues 1,000 1,852 3,988 4,228
various-1755  Employes subscription 1,000 2414 1,930
various-1811  Employea owned auto exp X 8,000 243 8,143 1,770
various-1815  Office supplies and sxpense 7.000 3,071 5,274 7.252
1818 Serv. Bidg/Ground - General §2,000 48,821 50,812 49,944
ﬁous-weo Outside computer sarvice X 8,000 - 26,938 11,820
“Warious-1824  Employee meal expanse 0 206 29 266
62-1841 Wareham Central Ops 234,000 301,880 316,122 355,331
.20-1848 Snow removal and sand X 8,000 32,524 18830 (~
" +“Warous  Com Energy ' 2,220,000 1735216 2,261,002 2,163,611 )
1 Dup charga cr office stp & exp (2239,000) (188,295) (218.411) 185,750
Total : ! » 2,556,026 407.592
— 57920 . %
341,385 : -

¥ /troe¢ X ) (of w1 LS 33)
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cEP~25- 28 41T HCCT= 5. BOPO  A~517-225~4072
ANALXS“BCN’AC:xﬂlirﬂgt .
= OFFICE SUPPLIES & EXPENSE PROPRIETARY &
CONFIDERTIAL
1004
Estimata 19497 1996 1008
COMMONWEALTH GAS
Amartunction Descontion
various-2088  Clisnt sup Tm Material . 30 $o . 899
various-2088  Client Sup O/S Serv B -0 31,221
various-2090 Consult & Contr Service X 37,000 41,140 153,636
04-2091 Computer Suppiiex A 37.000 57,825 ' 54,576
various-2083  Software Serv. A 118,000 102,380 121,831
83-2120 Bank Bal & Defic Fee 118,000 81,604 91,722
04-2183 Stwr Serv Agr - PC/LAN * 9,000 8,144 27,150
63-2200 Misc, Relocation Exp 8,000 10 8,718 (o}
18-2588 Environmental Expanse 38,000 38,150 23,719 19,093
30-2678 Medical Expense N 20,000 20,848 31,242
various-2755  Subscription & employee dues 11,000 15,086 . 20,421 - 20,106
various-2803  Business meals expense 2,000 8,222 10,949 10,739
18-2808 Uniform & Apparel expense 5,000 4,925 824 46
various-2809 Employse expense 25,000 41,825 55,001 87,740
various-2610  Qther labor & expense 7,000 100,751 48,218 20,196
anous-2811  Emp auto exp. - per diem 0 87 1,547 1,554
gan‘ous-éa!z Emp auto exp. - mileags X 8,000 %ﬁ 3,355 68.877
63-2813 Photocopying expense 29,000 458 26,553 39,885
various-2815  Offica supply & Exp 14.000 18,522 24,777
©.°9-2827 Heav/light - NB Bidg { . 45,000 41,420 48,446
" *2828 Heavlight - Plymouth A 9,000 ) 16.050 9,453
329 Hesa¥light - Southbeoro X 223,000 244,124 187.816 178,759
.w-2B30 Heat/light - Sales off »} 2,000 3,864 4,541 4,884
18-2831 Heatlight - Camb 59.000 49,871 44 451 53,619
18-2832 Heavlight - Dedham A 16,000 17,898 10,634 12.491
18-2833 Heatlight - Wore A 7 35,000 34,349 40.888 37,143
04-2835 Softwars exp - PC/LAN A 8,000 2,209 8.879 13,049 .
various-2836 Softwara Expense A 6,000 3,088 4,504 8.604
18-2840 Serv Bld/Grds - Southboro A 101,000 124,381 100,591 125,944
1R.2R41 Sons Bldi3rde Warsnasa. A tTese 73,559 ag,pes uY,12/
18-2842 Serv Bld/Grds - Camb & Dad A 94,000 111,688 55,184 83,093
18-2843 Serv Bid/Gras - New Bedford A 20,000 23,197 8,788 13,862
18-2844 Serv Bld/Grds - Piymouth A 68,000 5,338 4,004 8.864
18-28456 Snow Removal - Southbore 21,000 29,383 40,415 23,762
1B-2846 Snow Removal - Worcester 2 10.000 10,324 18,888 14,034
- 18-2847 Snow Removal - Camb & Ded X 23,000 30,681 48,876 40,333
18-2048 Snow Removal - New Bedford A 6,000 2,351 7.425 5,100
18-2849 Snaw Remova) - Plymouth A 5,000 8.2 11,875 3,861
1B-285%0 Billing Cr Oper - CEL (15.000). {16,158) (13,267) (13,317
69-various Com Energy 7.088,000 6,128,271 .. 8.620,174 6,445,202
18-2978 Small Tools & Equipment 8,000 10,243 . 3,239 6,442
16-2978 Security - Gas Operation X . 28,000 32,122 5,937,440 - 33,857
18-2979 Cateteria Supplies & Expense  “X 23,000 27,202 185,931 25,766
93-5118 Accrued Payrol ~.. 7o 1888 (1,014) .- 801
Teta) —nSB341000 _$7.585273 _ $12.918,483  57.989,207
' —\Voqcaie
& -2
va/24/98 03:34 PM t\projects\oftsupp femavy N U hies (’3 )lﬂ J )'3“ -
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« T T e e 3 TET MM RUCY, VP eI=J0 1<.UZFM, rage 4/12
EP-2% 28 19:5% FROMUTILITY 3CCT.S-BCPO 1-SL7-225—a72 TO:RATY TPEFSURY i
1Y
| Amu.vsxsomccoumm PROPRIETARY & .
OFFICE SUPPUES & EXPENSE CORFIDERTIAL (\)
1965 - 1988
168
Esatimate 1997 1808 1888
COMMONWEAILTH BLECTRIC
Areatunctian Dascrintion
21-1070 Engineenng X $4.000 35,949 $4.205
83-1120 Bank Balanca & Def. fees 29,000 $16.574 ' $48,705 $53.561
23-1142 Vax Software » 2,000 1.380 . Lr70
23-1143 PC Software A &000 21,551 28,780 71.248
23-1152 Vax Software Maintenance X 143,000 115 411 130,551 70,519
23-11583 PC Software Maintenancs 9,000 733 12,744
23-1163 Computer Suppliss X 21,000 76,600 103,439
a3-1211 - Employee moaving expense 1,000 2,737 18,431
20-1215 Smal Tools and Eguipment 11.000 12.587 15,117 14,050
02-1410 Office supply and axpense 8,000 9,164 1.7C3 400
21-1568 Bulldings & Grounds 83.000 €9,790 82,939 90,876
21-1867 Human Resources 4,000 2,246 632 688
20-1571 System Planning 1.000 1,956 2,087 1,232
21-1572 Exscutive 4,000 4,631 2,170 2,848
rious-1754  Employee dues 5,000 5815 11,026 8,976
arlous-1765  Employas subscription 5,000 7,763 11,269 11,980
18-1810 Other labor and expensa 4] 894 1,222 831
various-1811  Employse owned auto exp Y 20,000 C 24;523 D 24,737 2,848
various-1815  Offica supplies and expense 34,000 34,577 35,497 §3,050 ( )
"~ "dous-1B18  Serv. Bldg/Ground - General 563,000 618,417 427,588 366,480 )
ws-1820  Outsids computer service » 23,000 40273 58,161 72.466
=u0us-1824  Employcs mesa! sxguenss o 126 278
28-1829 Environmental compllance 89,000 20,086 59,682 74,048
varous-1830 Ul exp. - Adm & Gen- Whm 200,000 218,218 29.118 221,601
various-1848  Snow remaval snd sand X 32,000 35, 848\ 98,222 11,209
various-1848  Snow ternaval and sand A 23,000 : 1,174 4" - 83,013 13,295 g
vanous-1850  Snow removal and sand ~ 12,000 15853 > 57,885 5.997 il
69-Various Com Energy 9,711,000 7 861 3an 8,892.948 8,489,996,
83-1921 Oup charga cr office sup & exp 0 Y . o ) n
Total ._511,001,000  $9.1 85523 §_0,495_.§ot .. $9,787,586
’ — 325704
P D
2 839814
©
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: PROPRIETAPY & .
CONFIDENTIAL K)

5.24 Prepared by Kevin Hamett { x 4393]

Detailed breakdown of FERC account 921, Office Supplies and Expense, by major cost
component (i.c. postage, facilities, employee expenses, telephone, e1c.) For 1995-1997 and
planned for 1998. o

The FERC account 921 for Commonwealth Electric Company and Cambridgoe Electric Light
Company included both Iabor and non-labor costs for COM/Boergy Sexrvices Comany. In order ™~ -
to adjust the FERC account 921 to inciude labor only, first the FERC account 921 was reduced

by total COM/Energy Service Company’s transfers into that account. Based on total
COM/Energy Service Company labor versus non labor expenses billed out to all other companics
within the COM/Energy system, it was determined that an cstimated 32% constitutes non labor
costs. Applying this 32% ro the COM/Energy Service Company transfers and adding to this
difference yiclds an estimated adjusted FERC 921 amounts shown below.

Dec1997  Dec1996  Dec 1995
FERC921 9,165,523. 10,495,601 9,767,586
iess: COMIEncrg); transfers to acct 7.861380. _8.992.946 8.469.996

1,297,550

@- 1,502,655 ‘ p

Plus an estimated 32% of - - )

&

Difference

COM/Energy transfers 23515.641 2877743 2710399
(see discussion below) . T
3,819,784 - 4380398 4,007,989

Adjusted FERC 921

Applying the same method to Cambﬁﬂge Electric Light Company results in the following:

Dec 1997 Dec 1996 Dec, 1995
. FERC 921 . 1999305 2,556,028 2,497,592
Jess: COM/Energy transfers to acct A735216 2281002 2163611
Differcnce ' @ ) 215026 333981
Plus an cstimated 32% of - .
COM/Energy transfers 335268 _122921 @ 692336
(see discussion below) ° i '
Adjusted FERC 921 819,358 1,004,947 1,026,337

gl



5.24 cont’d

PROPRIETARY & (-
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IAL

The following is the breakdown for Commonwealth Gas Company utilizing the same approach

as for Commonwealth Blectric Company and Cambridge Electric Light
Dec 1997 Dec 1996

FERC 921 7,565,273 13,918,483
less: COM/Energy transfers to acct ‘6128271, 6620174
Di ¢ -

ifference &19—92/ 7,298,309
Plus an estimated 32% of
COM/Energy transfers 1.961.047. 2118456
{see discussion below)
Adjusted FERC 921 3,398049 - 9,416,765

The detail behind these numbers are also attached.

Company.
Dec 1995
7,988,207
6.445.202

1,543,605

2.062,465

3,605,470

)
1
(
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T By: pDelollte & louche consultln_g; 404. 331 2320,

Prepared by Kevin Harnett (x4393)

5.21 Original Detailed breakdown of a

. 1995 to 1997 and planned for 1998 th
performed in-house vs. Outsourced.

Follow—up Is amount all non-lal

Outsourccd and cost information for th

Detailed historical costs are not availab i

From discussions with the Direct of Py

previous years. Also, therearevnmally 198

"~ Sep-25-98 4:39PM;
N S
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PROPRIETARY &
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mcdm. print, facilities, etc. for
4 }iilhble Describe types of scrvices

e thc breakdown between labor and -
b¢ are performed in-house vs,

diict it available and attached,
1999 budget is typical of

.
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Data Center Costs

N eeRse TAsALA A N b A

Crimson 1998

Mainframe- Primary Processing Capacity
Lease Payments ‘ $522,000
HW Maintenance Contracts $81,000
Software Maint & License $506,000)¢/
Total $1,109,000
Servers - Primary Processing Capacity
Lease Paymenis $378,000}(d)
HW Maintenance Contracts $184,000{(c)
Software Maint & License $272,000}(F)
Total $834,000
Combined
Disaster Recovery Program $59,000
Electronic Data Interchange $32,000f+
Microfiche $72,0004(3
Internet Access $33,000
Off-site Storage $38,000 ()
Lease Payments $900,000
HW Maintenance Contracts $265,000
Software Maint & License $778,000
lTotal $2,177,000
12/17/98 06:00:22 PM
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Workstation - Average Costs

PROPRIETARY &
. CORFIDENTIAL

Crimson 1998

Hardware Speciﬁcations
Software Specifications

Number of Employees

Number of Workstation Users
Number of Workstations

Number of Years to Replace
Annual Number of Replacements
Workstation Replacement Cost

Hardware Blended Average Replacement Cost
Average annual cost per workstation
Annual replacement cost per workstation user

Software Blended Average Replacement Cost
Average software cost per workstation
- Licensing and Maintenance
-Lotus
-WordPerfect
-Smarterm

- Total

Annual software cost per workstation user
Maintenance Blended Average Cost

Average maintenance cost per workstation

Annual maintenance cost
Annual maintenance cost per workstation user

12/17/98 06:00:28 PM

Compag 350MHz Pent I}, 64MB RAM 6.4GB HD& 17" monitor
Word Perfect, Lotus, Smarterm

$1,100

$890
- $750
$3

$100
$100
$79

$279

)

30
$0
30



Application System - Consolidated Assumptions
Crimson 1998

Customer Support
Billing CIs $57,000 @)
Customer Information Cis n/a
VRU Interlynx $25,000{ )
CTi
Customer Accounting - CIS n/a
Meter Reading CIs n/a
Marketing
Supply Chain
Material Management Grace $9,900{ (O
Purchasing Grace $9,500| ©
Accounting Payable Grace $9,900¢
Human Resources
| TimeEntry GEAC $62,000] ()
Contract interpretation
Payroll _ GEAC n/a
Personnel GEAC n/a
Pension & Benefits GEAC n/a
Financial Management
Budgets custom B
General ledger Grace $9,900 @
|Work Management
WMIS custom $0
Energy Management
Other |
Shareholder System ssi $25,000{ ()
Total ' $208,600
12/17/98 06:00:29 PM ' 3
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PROFRIETARY &

Telecommunication Costs CONFIDERTIAL
: Crimson 1998

*  Equipment Lease $168,000\ Sk Crees -r
Equipment Maintenance $216,000 5 Aedicion eStm o d
Special Services (MAC) $154,000
Fixed Voice and Data charges $565,000 )
Local Carrier Usage $435,000 2 [;; "‘i’;{
Long Distance Costs $69,000) =~
Mobile Phone $108,000| @)
Pagers $25,000|®
Total $1,731,000

12/17/98 06:00:29 PM , 4
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PROPRIETARY &
CORFIDERTIAL
Deliotte/Touche - 1997 | BECo IT Actuals - 1997 | Variance
Mainframe ‘
Depreciation/Amontization
Lease Payments $2,024,848 (51259496 ) | (3765,352) |@)
HW Maintenance Contracts $929 674 $129,468 ($800,2086) |(8)
Software Maint & License $1,152,033 $1,262,410 $110,377 [0
subtotal $4,106,555 $2,651,374 {$1,455,181)
Servers - Primary Processing Capacity
Depreciation/Amortization
Lease Payments $503,416 $0 ($503,416)
HW Maintenance Contracts $1,106,683 $167,110 ($939,573)
Software Maint. & License $457,599 $582.394 $124,795
subtotal $2,067,698 $749,504 {$1,318,194)
Combined
Depreciation/Amortization ‘
Disaster Recovery Program $233,000 - $166,771 ' ($66,229)
Lease Payments $2,528,265 $1,259,496 ($1,268,769)
HW Maintenance Contracts $2,036,357 $296,578 ($1,739,779)
Software Maint. & License $1,609,631 $1,844,804 $235,173
TOTAL $6,407,253 $3,567,649 ($2,839,604)
LaborRemoval Calculations
Payroll Taxes $870,455 870455 $0
Payroll Tax Rate 8.8% 8.8 .
Labor Cost $9,864,356 $9,876,859 () | $12,503
Total O&M $19,059,279 $19,259,279 (¥ $200,000
Labor% of O& M . 51.8% 51.2%
0230
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Author: Susan Cervassi at ~Info-Services
Date: 12/17/98 3:20 PM
Priority: Normal

TO: William Dimoulas -~
F.‘i53$2’1h*!o

.- "mbject: Maintenance Costs for new Applications for 1999 x

BV

[P
{JUA't, ’i‘.‘{';‘glu"-'k

: Bill: {K e
e

The maintenance gea/fs are as follows:

Fixed Assets: $95,000 @ @ {‘/ “\/':?r\;( A Z ;

Oracle G/L and Network DB Licenses: $217,359 e ) A > TicS
- s e e .’]Sd— A TAS Y]

PassPort (INDUS) : $180,736@~/N—f—9 5 P—va /M(W““*\_(;L j

M3I: $365,290 (estimated at 20% of license fee; actual to follow) - = i\c’;fo&fﬁ" X

HRIS: $217, 000 (estimated, cost unknown until package is selected)

Susan

K959 Vike
'I / .

ence. (1997)
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PROPRIETARY 2
CORFIDERTIAL
5.11 Prepared by Kevin Hamnertt { x 4393}

Please see attached. The original spreadsheet is first adjusted to include some legal fees that
were omitted to include adjusted totals for each company (except COM/Gas). Then the legal fees
associated with divestiture were deducted from the adjusted total to show legal fees excluding
costs of divestiture.
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vendgor-analysis-1.xis CONFI DE R”Al
12/16/986:52 AM
J & P TREE SERVICE CO. $65,870.00 $69ONG Jy 16 \wopo
ATTACHMATE CORPORATION $65,663.19 S69JONG < .\ o0 hiteb® Stvq 1D
“X CHEVROLE (JOE KEL $58,962.37 $62JONG,  \i, oS
IGLAND CLEANING SE $56,31334 $59|ONG \eow 3 . ¢vd.
MASS BAY TRANSPORTATION $167,754.48 SITSJONG | . '\ 2 5. 0l|
OSMOSE $124,598.83 S1I30[ONG . {
GUERTIN, J. E. ELECTRIC 572,612.60 $76{ONG ¢ R W adhet \,,\
NATIONAL FIRE AND MEDIC $72,348.78 ST5|ONG diyy Yoo oy kows
DICTRONICS, INC. $71,230.89 $74|ONG ~t Y T e
BERNARD HODES ADVERTIS] $59,595.48 $62|ONG 4} V ¢y 1~/
HULL, CHARLES A. $58.255.00 $61/ONG ., /
$36,892,962.74 $38,497

ANDERSEN CONSULTING LLP $827,542.00 $864|PROF \\
GOLDMAN SACHS & CO $782,245.10 $816| PROF l
CLARKE & COMPANY, INC. $695,106.10 $725|PROF

SALLY & FITCH $631,029.78 $658|PROF

WILLIAM MERCER INC $589,421.34 $615:PROF

BRUDER, GENTILE & MARCO $529,634.55 $553|PROF

LUSTIG, GLASER & WILSON $472,132.07 $493| PROF

COOPERS & LYBR*DO NOT U $432,649.00 $451 PROF J
MORGAN, BROWN & JOY, LL $420,348.28 _$439|PROF \ IL{
CLARKE GOWARD ADVERTISI $309,689.87 $323|PROF

DELOITTE & TOUCHE, LLP $287,293.00 |- $300|PROF

DAWSON, GLENN E. $160,416.56 $167|PROF

BINGHAM DANA & GOULD $91,335.14 $95/PROF

' “ARGILL,SASSOON & RUDOL $83,793.92 £87|PROF

MAN AND PAIGE, P.C $81,809.01 $85|PROF

. _ .£R,DOLAN, PARKER & $80,945.90 $84/PROF

BURNS & LEVINSON, LLP $69,764.78 $73|PROF

LEBOEUF, LAMB, GREENE & $66,154.31 $69]PROF

KIRKPATRICK & LOCKHART $222,960.70 $233{PROF

JMCDERMOTF, WILL & EMERY $122,894.56 $128/ PROF

$6,957,165.97 $7,260

PIRELL] CABLE CORP $2,643,107.07 $2,758| PROJ

INDUS INTERNATIONAL, IN "$2,450,908.72 $2,557|PROJ

UTEC CONSTRUCTORS $2,431,942.50 $2,538|PROJ

UTILITY MANAGEMENT SERVICES $2,180,038.00 $2,275|PROJ

ABBPOWERT & D CO., IN $1,914,610.28 $1,998 PROJ

REED CONSULTING $1,724,657.22 $1,800|PROJ

SMIT TRANSFORMERS INC $1,668,725.00 $1,741|PROJ

NORTH AMERICAN TRANSFOR $1,261,350.00 $1,316|PROJ
ORACLE CORPORATION $1,146,620.94 S1,196|PROJ

RICHARD WHITE & SONS INC $1,131,500.75 $1,181|PROJ
ARAGON CONSULTING GROUP $824,423.74 $860|PROJ

ALCOA FUJIKURA LTD. INC $726,468.13 $758/PROJ

|CYN-ENVIRONMENTAL SERVI_ $619,107.89 $646|PROJ
GLOBAL RENTAL COMPANY, $587,130.52 $613|PROJ
CAE ELECTRONICSLTD. $517,377.60 $540{PROJ
MASS. ELECTRIC CONSTRUC $342,730.53 5358/ PROJ

0G263

T
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ARequest 5.13
- Shareholder Services

Mailing costs (AR, Proxy, Qtrly Reports,
DRP statements, etc.)

Distribution of reports to financial community
Mailing costs - AR,10-K's, 10-Q's
Copying costs - 10-K's, 10-Q's

Transfer agent fees

Printing costs:
Proxy and cards
Annual Report
Qtrly Reports

NYSE fees
PSE

5,635
5,665

17,340
13,056
75,000
12,900

32,340
1,000

PROPRIETARY &
CONFIDENTIAL

$93,750,“%i
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:$256,686
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‘Part 11

gtem 5. Market for the Registrant’s Common Stock and Related Stockholder
atrers :

(a) Market Information

The Company’s common stock is listed on the New York and Boston Stock
Exchanges.

The high and low market value per share ot the Company’s common stock as
Teported in the Wall Street Journal for each of the quarters in 1597 and 1956
was as follows:

1987 19%¢
High Low High Low
First quarter $27 3/8 §26 : $3C 1/8 $26 1/4
Second gquarter $26 5/8 $24 5/8 527 1/8 $23 s5/8
Third guarter $30 /8 $26 1/2 : $25 3/8 $21 3/4

Eourth guarter $38 3/8 $30 31/4 ’ . $217 $21 3/4

(b) Holders

As of March 24, 1998, the Company had 32,200 holders of record of ite commen
stock.

{c) Dividends

Dividends declared per share of common stock for each of the guarters jin 1%%7
ind 1926 were as follows:

1557 195€
First quarter $0.470 $0.470
Second quarter $0.470 $0.470
Third quarter $0.470 $0.470

Fourth guarter $0.470 $0.470

(d) qghe: Information

Ratic of earnings to fixed charges and ratio of earnings to fixed charges and
Freferred stock dividend requirements for the year ended December 31, 1997:

Ratio of earnings to fixed charges 2.85

Ratio of earnings to fixed charges and
preferxred stock dividend requirements 2.51

11
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EART JI.
dtem 5, Market for the Regjstrant’s s ecuritijes and Related Stockholder
Matters

(a) Principa) Markets

The System’s common shares are listed on the New York and Pacific
stock exchanges. The table below sets forth the high and low closing

Prices as reported on the New York Stock Exchange composite
transactions tape. '

1887 by Quarter
Eirst Second Ihird Egurth
High $24 1/2 $24 $27 $34 95/1¢
Low 20 7/8 19 23 3/4 25 11/16

1996 by Quarter
‘ Eirst Second Zhirgd Iouxrth
High $28 $25 3/4 - . $25 5/8 $24 7/8

Low 21 15/16 22 2/4 21 1/2 22 1/2
{b) RNurber arehold ecemb 7

{c)
1287 1996
Per Per
Share Share
Reclaration Date Amount Reclaratjon Date Amount
March 27, 1957 $ .39%5 March 28, 18%6 $ .385
June 26, 1997 .3585 June 27, 1956 .38%
September 25, 1957 .39% September 26, 159%6 .385
December 18, 1597 ——395 December 19, 1596 . 385
21.580 §1.540

{d) Future dividends may vary depending upon the System’s earnings and
capital requirements as well as financial and other conditions
existing at that time.

- 17 -
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Vehicles in Corporate & Customer Service Functions

Passenge Light
Department r Cars Trucks
Environmental Affairs 1
Safety & Health
Security
Economic Development
Government Affairs
Asset Management %o

: 2
Client Services 2
-~ Weter Reading 45 I
Revenue Recovery (collections) 21
Sales-Volume Jervices 5

AN & W

Sales support 2
69 31 100
Jooo  yo00
o

J45000 274000

g’“"(»z‘—"a—-ﬂ-z M

Y09

PROPRIETARY &
CONFIDENTIAL



mEETFeTE AP TREE FANT A W AAT A AR wrAsRw W .- S Nd A B A A e A AN &

Are the savings percentages based on benchmarks in other mergers?

Does the 20% savings on property and excess liability insurance include the effect
of the sales of generation assets?

PROPRIETARY &
CONFIDENTIAL
Shareholder Services: _

The CES costs for Stock Transfer/Registrar for 1997 was 112,340. The reason that
BECO’s amount was so much higher ($311 ,162) is that they outsource this

function. Otherwise the costs and savings estimates appear to be reasonable. In
addition, the dollar value is rather immaterial.

Vehicles:

The CES 1997 Vehicle Summary detail page has some minor discrepancies. The
vehicle count alone is not a proper indicator with which to allocate costs. An
industry standard Vehicle Maintenance Unit (VMU) is a better method with which to
use in detenmining the effort to maintain a passenger car (VMU=1) versus a
backhoe (VMU=4.23). Using this methodology, the A&G vehicles for CES would
represent 2.4% of the total VMUs for CES. Assuming a total transportation cost of
$7.7 million, the allocated cost of 43 A&G vehicles would be $1 84,859. CES
estimates the employee reimbursement costs at $40,000. Based on 501 A&G
employees, the total cost per employee would be equal to $449.

Is the BECO cost per employee correct? It appears in reviewing their detail that the
leasing costs of $197,748 are not included in their numbers. Their cost per
employee would increase to $954 with this change. lronically, the average of
BECO's and CES’s revised cost per employee is $702 (relatively close to the D&T’s
calculated average of $741.

There are additional potential savings in the fransportation areas that could be
realized through a reengineering process. COM/Electric has five garage facllities
(in Cambridge, Wareham, New Bedford, Yarmouth and Plymouth) and COM/Gas
has three (in Southboro, Worcester and Dedham). ‘How many does BECO have?
The combined company should review the existing service teritories and
strategically locate the garages. This should be done in conjunction with a review
of the T&D operations in that the vehicles would be better serviced at the location
where the vehicles are dispatched. For example, the Plymouth, Wareham and New
Bedford locations are all within a relatively short distance from each other. On the
other hand, the Yarmmouth garage and district office is positioned to sefvice the
entire Cape area. Given the heavy seasonal traffic, this facility is one that is
strategically located.



Directors’ Fees Savings Not Present.
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12.2 Association Dues. Cost, frequency and nature of association for the following _ ( )
organizations: (FERC Rpt 426.5; also, talk to Fio about the best way to determine dues) j
Edison Electric Institute (EEI) ]
National Safety Council

American Gas Association

National Electric Reliability Council (NERC)

Chamber of Commerce

Others (describe)

The following dues were paid to the following organizations with costs shown for year ended
December 31, 1997.

Cambridge Electric Light Company:

Edison Electric Institute
Cormry Associates

$ 37,653/

(See attachment)
Tivic, political, and related activities

Edison Electric Institute
Corry Associates

$135,941/yr  (See attachment)
1vic, political, and related activities

COM/Gas

Lobbying activities: Z

American Gas Associati
Corry Associates
Other (Note 1):

$ 5,590/yr \ (See attachment) _ .
$27,184/yr | Civic, political, and related activities’ i
$ 1,390/yr

Note 1

National Association gf Manufadturers
Associated Industries

Flanagan & Co.

) | ~
NG C"“ﬂ 33,321 + 37,300 +2731849= 10}, @5

i
-}

063



N

Y

—>

* ommionwealth Energy System'is‘an exempt public

utility holding company with annual revenues exceed-

‘ing $1 billion and assets of approximately $1.4 billion,

COM/Energy serves 367,000 electric customers and 237,000 gas

customers in 78 communities in eastern Massachusetts.

coM/ Enérg_y offers a unique blend of energy supply and deliv--. ‘

ery services including electricity, natural gas, liquefied natural
gas and steam. Thxs energy 'di_vérsity g’x;hahcéé COM/Energy's

competitive position in the deregulating energy industfy and

 reduces weather-related volatility in earnings.

In addition to four r'eguzlétéd‘ operatmg public uuhty _companiés, 4
the Systerﬁ .inc;lx_idés a steam dlsmbunon.company;a co@b@y ,
engaged in the operation‘ of LNG facilities; three non—utility, unregu-
lated subsidiaries that are pursuing energy-related business oppor-

tunities; and five real estate trusts.

The System is a business trust organized in 1926 under the laws S

of Massachusetts, -

COMEnergy

\q qz}f) 3;1?/;/\ ual

Table 0f = |

Contents

» Comparative
Highlights ... .1

p Shareholder

Strong economy
in COM/Energy
service area

» Electric and
Gas Operations

Y p Industry
Restructuring

B > Unregulated

Businesses . ... ¥

Excellence in
utility operations

» Financial Section

p Shareholder
Information . . ..

p Trustees and
Officers

. . Inside back cover

6348 °




' . . Q3 Annnal ke *1:5(‘2/
Selected Financial Data AT Anaal bop N
Commonwealth Energy System and Subsidiary Companies =

1997 1996 1995 . 1994 1993
. (Dollars in thousands except common share data)
Operating Revenues '
Electric : @;;{@ $ 649,678 S 604,980 S 638,150 S 622,039
Gas : 333,977 341,867 306,953 323,568 302,644
Steam and other 19,259 . 19,360 17,355 15,867 14,035

Total ' $1,041,744  $1,010905 § 929,288 $ 977,585 $ 938,718
Net Income ' §.49901 § 59175 § 51396 $ 48968 $§ 45834
Common Share Data-

Earnings per share $2.27 $2.70 $2.36 $2.29 $2.18

Dividends declared per share $1.58 $1.54 $1.50 $1.50 $1.46

Average shares outstanding 21,531,433 21,529,676 21,311,836 20,827,562 20,431,228
Total Assets . $1,485,050  $1,428,955 $1,392,342  $1,345032  $1,318,940
Long-term debt $ 364,311 § 355305 S 377,181 S 418,307 $ 448,893
Redeemable preferred shares 12,200 13,020 13,840 14,660 15,480
Common share investment 430,770 415,694 390,785 362,997 337,070
Total Capitalization S 807,281 $ 784,019 $ 781,806 . S 795,964 S 801,443

1997 by Quarter
1st - 2nd 3rd 4th
(Dollars in thousands except per share amounts)

Operating Revenues $316,190 $221,944 $222,115 $281,495
Operating Income - 35,892 7,793 16,887 27,078
Income Before Interest Charges 36,541 8,774 17,227 27,709
Net Income ' 26,400 (1,334) 7,147 17,688
Earnings per Common Share 1.21 (i)} 32 .81
Dividends Declared per
~ Common Share 395 395 395 395
Closing Price of Common Shares-

High v 24% 24 27 34%s

Low 20% 19 23% 25%s

1996 by Quarter
1st 2nd 3rd 4th
(Dollars in thousands except per share amounts)

Operating Revenues $298.614 $222.667 $226,909 $262,715
Operating Income - 36,131 18,608 17,601 24,325
Income Before Interest Charges 38,622 19,863 18,838 24,220
Net Income 27,907 9,463 8,360 13,445
Earnings per Common Share - 1.28 43 37 .62
Dividends Declared per ‘

Common Share .385 .385 .385 385

Josing Price of Common Shares-
High 25 25% 25% 24%
Low 21%s 22% 21% 22%
37 PG48




Selected Consolidated Financial Statistics (Unaudited)

=

—_—
i

. S, )

/_Jlﬂ_\ 1996 1995 1994 1993
Ooperating revenues (000) @ $ 1,666,303 $ 1,628,503 $ 1,544,735 $ 1,482,159
‘ gs available
: common (000) $ 131,493 $ 126181 $  96,73%9(a) $ 109257 $ 102,513
Per common share: :
Earnings $ 2.7 $ 2.61 $ 2.08 (a) $ 241 % 2.28
Dividends declared $ 1.880 $ 1.880 $ 1.835 $ 1775 % 1.715
Dividends paid 3 1.88 $ 1.88 $ 1.82 $ 176 § 1.70
Book value $ 22.13 $ 21.37 $ 20.61 $ 2017 3 19.42
Payout ratio 69 % 72% - 88 %(a) 73 % 75 %
Return on average common equity 124 % 124 % 10.0 %(a) 121 % 11.9%
Year-end dividend yield 50 % 7.0% 6.4 % 7.6 % 59 %
Fixed charge coverage (SEC) 2.95 2N 2.38 2.46 222
Capitalization:
Total debt 51% 52% 54 % 56 % 57 %
Preferred equity 7% 8% 8% - 9% - 9%
Common equity 42 % 40 % 38 % 35 % 34 %
Long-term debt (000) $ 1,057,076 $ 1,058,644 $1,160,223 $ 1,136,617  $ 1,272,497
Mandatory redeemable : .
preferred stock (000) $ 80,093 $ 83,465 $ 86,837 % 88,837 $ 90,837
Total assets (000) $ 3,622,347 $ 3,729,291 $ 3,637,170 $ 3,608,699 $ 3,468,724
‘Internal generation after :
dividends (000) $ 240,362 $ 257,446 $ 184,492 $ 217,030 $ 194,209
xpenditures (000) $ 114110 $ 145,347 $ 180,822 $ 198771 § 244,774
,.nél generation 211 % 177 % 102 % 109 % 79 %
Common shares outstanding:
Weighted average 48,514,958 48,264,734 46,591,662 45,337,661 44,959,050
Year-end 48,514,973 48,509,537 48,003,178 45,535,477 45,129,227
Stock price:
High 38 3/8 30 1/8 29 1/2 297/8 325/8
Low 245/8 213/4 231/8 21172 26 3/8
~ . Yearend 377/8 267/8 29172 24 29 3/4
Year-end market value (000) $ 1,837,505 $ 1,303,694 $ 1,416,094 $ 1,092,851 $ 1,342,595
Trading volume (shares) 37,732,900 41,105,700 23,078,900 25,095,100 18,729,400
Market/book ratio (year-end) 1.71 1.26 1.43 1.19 1.53
Price/earnings ratio (year-end) 14.0 10.3 14.2 (a) 10.0 13.0
(@) Amounts excluding $34 million pre-tax restructuring charge:
Earnings available for
common (000} $ 117,403
Earnings $ 252
Payout ratio 72 %
Return on average
common equity 122% G350
‘Price/earnings ratio 1.7 %

Ceruain reclassifications and recalculations were made to the data reported in prior years to conform with the'method of presentation used

| :}C/l il
, ]ﬁﬁkﬁ‘gpgﬁ/}mu

in 1997.

47



Selected Consolidated Sales Statistics (Unaudited)

1997 - 1996 1995 1994 1993
Elect-c energy (kWh in thousands): - -
o » (system output):
-+ “Generated 11,686,810 10,531,745 10,537,114 2,428,931 9,787,092
Purchased 6,014,208 5,680,194 5,446,542 5,920,065 5,326,224
New England Power Pool . 887,250 ) 1,842,732 1,513,467 1,535,335 - 1,575,310
Total 18,588,268 18,054,671  17,497.123 16,884,331 16,688,626
Disposition:
Commercial 7,991,349 7,821,371 7,454,684 7,478,631 7,263,358
Residential 3,566,405 3,549,899 3,563,626 3,534,372 3,477,870
Industrial 1,467,600 1,547,630 1,538,218 1,539,385 1,580,969
Other (a) 131,187 130,678 131,626 130,721 145,242
Total retail sales 13,156,541 13,049,578 12,688,154 12,683,109 12,467,439
Wholesale and contract sales (a) 2,674,283 3,127,087 2,805,777 2,367,589 2,272,669
New England Power Pool 1,610,860 741,390 884,336 725,439 - 877,978
Total system 17,441,684 16,918,055 16,378,267 15,776,137 15,618,086
Miscellaneous usage 1,146,584 1136616 1,118,856 1,108,194 1,070,540
Total 18,588,268 18,054,671 17,497,123 16,884,331 10,688,626
Kilowatthour sales - annual growth:
Commercial 22 % 4.9 % (0.3)% 3.0 % 1.2 %
Residential 0.5 (0.4) 0.8 1.6 1.9
Industrial 5.2) 0.6 (0.1) (2.6) (5.4)
~ Other 04 0.7) . 0.7 (10.0) (50.3)
Total retail sales {(a) 0.8 2.8 - 1.7 {0.7)
__rolesale and contract sales (14.5) 11.5 18.5 4.2 9.7)
New England Power Pool 117.3 (16.2) 21.9 (17.4) (53.7) '
Total system 31 % 33% 38% 1.0 % (8.0)%
Electric operating revenues by class:
Commercial 51 % 50 % 50 % 50 % 49 %
Residential 27 % 27 % 28 % 28 % 28 %
Industrial 9 % 9% 9% 9 % 10 % .
Other 1% 2% 2% 2% 1%
Wholesale and contract 12 % 12 % 1% 1% 12 % ,
Average number of customers 657,487 653,757 655,707 651,141 [

(a) Effective in both November 1995 and February 1993, a former rerail customer became a wholesale customer as allowed under

Massachusetts state Jaw.
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R & D Savings Not Present.
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PROPRIETARY &
CONFIDENTIAL

12.1 Credit Facilities. All available credit lines and revolving credit facilities including: lending
institution, amount of credit line, average annual amount used, interest rate, commitment fees.

A summary of the System’s Bank lines is attached. These lines are available to the System and or
any of its utility subsxdanes subject to certain limitations w}uch are noted under the “Comments”

=y
3

- Recently with the acquisition of the Matep facility we added a separate $ 7 million line of credit
for the working capital needs of the facility. Interest will be at libor rates and the Company was
charged an up front fee of 10 basis points for the facility. The balance of non-utility company
borrowing needs are slight and are provided for by the Parent Company at the prime rate.
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| COMMONWEALTH ENERGY SYSTEM PROPRIETARY &
BANK LINES OF CREDIT CORFIDENTIAL
AVERAGE UTILIZED PORTION FOR 1997

MONT COMMITTED TOTAL
JANUARY 78% 73%
FEBRUARY 72% 67%
MARCH 64% 60%
APRIL 52% 48%
MAY 49% 45%
JUNE 48% 45%
JULY 63% 59%
AUGUST 70% 65%
SEPTEMBER 68% 63%
OCTOBER 42% 39%
NOVEMBER 48% 45%
DECEMBER 58% - 54%
g AVERAGE YEARLY 59% 55%
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